NC 066 Karoo Hoogland Municipality 


AFS 2013/14 


Any subsequent changes to an obligation that did not relate to the initial related asset are recognised in the 
Statement of Financial Performance. Management referred to the following when making assumptions 
regarding provisions: 

• Professional engineers were utilised to determine the cost of rehabilitation of landfill sites as well as the 
remaining useful life of each specific landfill site. 

• Interest rates (investment rate) linked to prime was used to calculate the effect of time value of money. 

1.29.9 Provision for Staff leave 

Staff leave is accrued to employees according to collective agreements. Provision is made for the full cost of 
accrued leave at reporting date. This provision will be realised as employees take leave or when employment 
is terminated. 

1.29.10 Provision for Performance bonuses 

The provision for performance bonuses represents the best estimate of the obligation at year end and is based 
on historic patterns of payment of performance bonuses. Performance bonuses are subject to an evaluation by 
Council. 

1.29.11 Pre-paid electricity estimation 

Pre-paid electricity is only recognised as income once the electricity is consumed. The pre-paid electricity 
balance (included under payables) represents the best estimate of electricity sold at year-end that is still unused. 
The average pre-paid electricity sold per day during the year under review is used and the estimate is calculated 
using 5 days’ worth of unused electricity. 

1.29.12 Componentisation of Infrastructure assets 

All infrastructure assets are unbundled into their significant components in order to depreciate all major 
components over the expected useful lives. The cost of each component is estimated based on the current 
market price of each component, depreciated for age and condition and recalculated to cost at the acquisition 
date if known or to the date of initially adopting the standards of GRAP. 


1.30 Taxes - Value Added Tax 

Revenue, expenses and assets are recognised net of the amounts of value added tax. The net amount of Value 
Added Tax recoverable from, or payable to, the taxation authority is included as part of receivables or payables 
in the Statement of Financial Position. 


1.31 Capital Commitments 

Capital commitments disclosed in the financial statements represents the contractual balance committed to 
capital projects on reporting date that will be incurred in the period subsequent to the specific reporting date. 


1.32 Events After Reporting Date 

Events after the reporting date are those events, both favourable and unfavourable, that occur between the 
reporting date and the date when the financial statements are authorised for issue. 

Two types of events can be identified: 

• those that provide evidence of conditions that existed at the reporting date (adjusting events after the 
reporting date); and 

♦ those that are indicative of conditions that arose after the reporting date (non-adjusting events after the 
reporting date). 

If non-adjusting events after the reporting date are material, the Municipality discloses the nature and an 
estimate of the financial effect. 
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KAROO HOOGLAND MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014 

2014 2013 

R R 

2 LONG TERM LIABILITIES 


Annuity Loans - At amortised cost 

2 034 758 

2 109 723 

Less : Current portion transferred to current liabilities 

(83 226) 

(74 965) 


1 951 532 

2 034 758 

Capitalised lease liability at amortised cost 

218 907 

218 907 

Total long term liabilities at amortised cost 

Refer below for maturity dates of long term liabilities 

The obligations under the maturity loans are scheduled as follows: 

2 170 439 

2 253 665 

Minimum payments 

292 947 

292 947 

Within one year 

1 171 788 

1 171 788 

Within two years 

2 197 095 

2 715 457 

Within five years 

3 661 830 

4 180 192 


1 627 072 

2 070 479 

Less; Future finance obligations 

Present value of annuity obligations 

Annuity loans at amortised cost is calculated at 5% -10.5% Interest rate, 
with a maturity date of 31 December 2026 

The obligations under the lease liability are scheduled as follows; 

Amounts payable under annuity loans 

2 034 758 

Minimum payments 

2 109 713 

Within one year 

138 293 

138 293 

Within two years 

169 561 

169 561 

Within five years 

- 

» 

Leases are secured by property, plan and equipment 

EMPLOYEE BENEFITS 

307 854 

307 854 


Post Retirement Benefits - Refer to Note 3.1 

2 612 000 

2 583 000 

Long Service Awards - Refer to Note 

1 211 000 

1 116 000 

Total Non-current Employee Benefit Liabilities 

3 823 000 

3 699 000 

Post Retirement Benefits 

Balance 1 July 

2 780 000 

3 075 888 

Interest for the year 

191 000 

224 475 

Contribution for the year 

42 000 

69 633 

Less : Expenditure for the year 

(197 000) 

(190 000) 

Actuarial Loss/(Gain) 

(399 996) 

Total post retirement benefits 30 June 

2 816 000 

2 780 000 

Less: Transfer of Current Portion - Note 

(204 000) 

(197 000) 

Balance 30 June 

2 612 000 

2 583 000 
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KAROO HOOGLAND MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014 

2014 2013 

3 EMPLOYEE BENEFITS (CONTINUE) R R 

Long Service Awards 


Balance 1 July 

1 215 000 

902 889 

Interest for the year 

88 000 

74 573 

Contribution for the year 

1 1 1 000 

98 879 

Less : Expenditure for the year 

(99 000) 

(173 452) 

Actuarial Loss/(Gain) 

312 111 

Total long service 30 June 

1 315 000 

1 215 000 

Less: Transfer of Current Portion - Note 

(104 000) 

(99 000) 

Balance 30 June 

1 211 000 

1 116 000 

TOTAL NON-CURRENT EMPLOYEE BENEFITS 

Balance 1 July 

3 995 000 

3 682 889 

Interest for the year 

279 000 

299 048 

Contribution for the year 

153 000 

168 512 

Less : Expenditure for the year 

(296 000) 

(67 564) 

Actuarial Loss/(Gain) 

- 

(87 885) 

Total employee benefits 30 June 

4 131 000 

3 995 000 

Less: Transfer of Current Portion - Note 6 

(308 000) 

(296 000) 

Balance 30 June 

3 823 000 

3 699 000 

Post Retirement medical aid benefits 

The Post Retirement Benefit Plan Is a defined benefit plan, of which the members are made up as 
follows: 

In-service (employee) members 

7 

7 

Continuation members (e.g. Retirees, widows, orphans) 

5 

5 

Total Members 

12 

12 

The liability in respect of past service has been estimated to be as follows: 

In-service members 

611 000 

611 000 

Continuation members 

2 169 000 

2 169 000 

Total Liability 

2 780 000 

2 780 000 

The liability in respect of periods commencing prior the comparative 

year has been estimated as follows: 

2012 

2011 


R 

R 

Members 

2 722 090 

2 722 090 

Total liability 

2 722 090 

2 722 090 


The municipality makes monthly contributions for health care arrangements to the following medical 
aid schemes: 


Bonitas 
Fedhealth 
Hosmed 
Key Health 
l_A Health 
Samwumed 
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Karoo Hoogiand Municipality 

Notes to the Financial Statements for the year ended 30 June 2014 
Employment benefits (Continued) 

The future service cost for the ensuing year is estimated to be R42 000 and the interest cost 
for the next year is estimated to be R191 000. 

Sensitivity analysis on future service cost and interest cost 



Percent 

Service 

Interest 

Total 

Percent 


Change 

Cost 

Cost 

Cost 

Change 


% 

R 

R 

R 

% 

Central assumption 


42 000 

191 000 

233 000 


Health care inflation 

1% 

52 000 

213 000 

265 000 

14% 

Health care inflation 

-1% 

42 000 

171 000 

213 000 

-9% 

Mortality rates 

20% 

37 000 

172 000 

209 000 

-10% 

Mortality rates 

-20% 

47 000 

214 000 

261 000 

12% 


Sensitivity analysis on the accrued 

liability 






Percent 

In service 

Continue 

Total 

Percent 


Change 

members 

members 

liability 

Change 


% 

R 

R 

R 

% 

Central assumptions 


611 000 

2 169 000 

2 780 000 


Health care inflation 

1% 

681 560 

2 416 440 

3 098 000 

11% 

Health care inflation 

-1% 

552 860 

1 960 140 

2 513 000 

-10% 

Mortality rates 

20% 

553 740 

1 963 260 

2 517 000 

-9% 

Mortality rates 

-20% 

686 620 

2 434 380 

3 121 000 

12% 



2014 

2013 

Key actuarial assumptions applied; 

% 

% 

Rate of interest 

Discount rate 

7 

7 

Health care cost assumption rate 

6 

6 

Net effective discount rate 

0.94 

0.94 


The discount rate used is a composite of all government bonds and is calculated using a technique 
known as "bootstrapping". 

Mortality rates 

The PA 90 ultimate table, rated down by 1 year was used by the actuaries. 

Normal retirement age 

It is assumed that in-service members will retire at the age of 65, which than implicitly allows for 
expected rates of early and ill-health retirements. 
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Karoo Hoogland Municipality 

Notes to the Financial Statements for the year ended 30 June 2014 
Employment benefits (Continued) 


The amounts recognised in the Statement of Financial position are as follows: 



2014 

2013 


R 

R 

Present value of fund obligations 

2 780 000 

2 780 000 

Total liability 

2 780 000 

2 780 000 

The fund is wholly unfunded. 



The municipality has elected to recognise the full in the defined benefit liability immediately as per 

IAS 19, Employee Benefits, paragraph 155(a) and GRAP 25. 




2014 

2013 

Reconciliation of present value of fund obligation 

R 

R 

Present value of fund obligation at the beginning of the year 

2 780 000 

2 780 000 

Amount expensed for the year 

36 000 

104 108 

Contribution for the year 

42 000 


69 633 

Interest cost 

191 000 


224 475 

Expenditure for the year 

197 000 


190 000 

Actuarial {gains)/losses 

- 

(399 996) 

Present value of fund obligation at the end of the year 

2 816 000 

2 780 000 

Less: Transfer to current portion - Note 6 

204 000 

197 000 

Balance 30 June 

2 612 000 

2 583 000 


3.2 Long service awards 

The long service awards plans are defined benefit plans. 

As at year end, 113 (201 1 = 108) employees were eligible for long 
service awards. 


The current service cost for the ensuing year is estimated to be 
R98 879 (201 1 = R86 757), whereas the interest cost for the next 
year is estimated to be R74 573 (201 1 = R61 145) 

2014 2013 

Key actuarial assumptions applied: % % 

Rate of interest 

Discount rate 7 7 

Health care cost assumption rate 5.5 5.5 

Net effective discount rate 1 .42 1 .42 


The discount rate used is a composite of all government bonds and is calculated using a technique 
known as "bootstrapping". 
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Karoo Hoogland Municipality 

Notes to the Financial Statements for the year ended 30 June 2014 

Sensitivity analysis on the future service cost and interest cost 



Percent 

Current 

Interest 

Total 

Percent 


Change 

Service 

Cost 

Expense 

Change 


% 

R 

R 

R 

% 

Central assumptions 


11 1 000 

88 000 

199 000 


Normal salary inflation 

+1% 

122 000 

95 000 

217 000 

9% 

Normal salary inflation 

-1% 

102 000 

81 000 

183 000 

-8% 

Withdrawal rates 

20% 

102 000 

83 000 

185 000 

-7% 

Withdrawal rates 

-20% 

122 000 

94 000 

216 000 

9% 


The amounts recognised in the Statement of Financial Position 
are as follows: 

2014 

2013 

Present value of fund obligations 

R 

1 315 000 

R 

1 2150 


Net liability 

1 315 000 

1 215 000 


2014 

2013 

Reconciliation of present value of fund obligation 

R 

R 

Present value of fund obligation at the beginning of the year 

1 215 000 

411 971 

Amount expensed for the year 

100 000 

(312 111) 

Contribution for the year 

1 1 1 000 


98 879 

Interest cost 

88 000 


74 573 

Expenditure for the year 

99 000 


485 563 

Actuarial (gains)/losses 

- 

- 

Present value of fund obligation at the end of the year 

1 315 000 

411 971 

Less: Transfer to current portion - Note 6 

104 000 

99 000 

Balance 30 June 

1 211 000 

312 971 

The liability In respect of periods commencing prior to the 

2012 

2011 

comparative year has been estimated as follows; 

R 

R 

Members 

724 082 

625 780 

Total liability 

724 082 

625 780 


No experience adjustments were estimated. 
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